HOUSE AMENDED

PRIOR PRINTER'S NOS. 161, 276, 999 prRINTER'S No. 1086

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 181 “%%°

INTRODUCED BY MENSCH, BARTOLOTTA, GREENLEAF, BROOKS, ARGALL,
RESCHENTHALER, VULAKOVICH, DiSANTO, FOLMER, WAGNER, VOGEL,
STEFANO, EICHELBERGER, LAUGHLIN, RAFFERTY, WHITE, ALLOWAY,
AUMENT, SCARNATI, HUTCHINSON, MARTIN, WARD AND REGAN,
JANUARY 25, 2017

AS REPORTED FROM COMMITTEE ON APPROPRIATIONS, HOUSE OF
REPRESENTATIVES, AS AMENDED, JULY 10, 2017
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REVEEWS—

PROVIDING FOR PERFORMANCE-BASED BUDGETING AND TAX CREDIT <--
EFFICIENCY REVIEW; ESTABLISHING THE PERFORMANCE-BASED BUDGET
BOARD AND PROVIDING FOR ITS POWERS AND DUTIES; AND CONFERRING
POWERS AND IMPOSING DUTIES ON THE INDEPENDENT FISCAL OFFICE.

The General Assembly of the Commonwealth of Pennsylvania

hereby enacts as follows:
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SECTION 1. SHORT TITLE.
THIS ACT SHALL BE KNOWN AND MAY BE CITED AS THE PERFORMANCE-
BASED BUDGETING AND TAX CREDIT EFFICIENCY ACT.
SECTION 2. FINDINGS.
THE GENERAL ASSEMBLY FINDS AND DECLARES AS FOLLOWS:
(1) THE TRADITIONAL METHOD OF BUDGET DEVELOPMENT, WHICH
RELIES UPON INCREMENTAL ADJUSTMENTS TO EXPENDITURES MADE IN
THE PREVIOUS FINANCIAL PERIOD, INSULATES GOVERNMENTAL
ACTIVITIES FROM THE THOROUGH FISCAL REVIEW EXPECTED BY
TAXPAYING CITIZENS.
(2) NEW AND CHANGING DEMANDS FOR PUBLIC SERVICES ARE MET
THROUGH EXCESSIVE BUDGET GROWTH RATHER THAN BY SYSTEMATIC AND
THOROUGH ANALYSIS BASED ON PERFORMANCE MEASUREMENT AND

ESTABLISHED PERFORMANCE BENCHMARKS AND THE REALLOCATION OF
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EXISTING FISCAL RESOURCES. TRADITIONAL BUDGETING PROCESSES
OFTEN RESULT IN THE CONTINUATION OF OBSOLETE OR INEFFECTIVE
PROGRAMS AND INCREASED RELIANCE ON TAXPAYER SUPPORT. SOME
PROGRAMS WERE ESTABLISHED SO LONG AGO THAT THE ORIGINAL
STATUTORY BASIS HAS EITHER BEEN FORGOTTEN OR IS OUT OF DATE.

IN TIME, THE BUDGET IS DRIVEN BY INERTIA RATHER THAN BY CLEAR

AND DEFENSIBLE PURPOSES.

(3) PERFORMANCE-BASED BUDGETING IS AN EFFECTIVE METHOD

TO COUNTER THE TENDENCY TOWARD PERPETUATION OF OUTMODED STATE

PROGRAMS.

(4) A THOROUGH AND EFFICIENT REVIEW OF THE TAX CREDITS

THE COMMONWEALTH OFFERS TO VARIOUS INDIVIDUALS, ORGANIZATIONS

AND COMPANIES IS VITAL TO ENSURING THAT THE COMMONWEALTH IS

BEING A GOOD STALWART OF THE SUPPORT OF TAXPAYERS.

SECTION 3. DEFINITIONS.

THE FOLLOWING WORDS AND PHRASES WHEN USED IN THIS ACT SHALL
HAVE THE MEANINGS GIVEN TO THEM IN THIS SECTION UNLESS THE
CONTEXT CLEARLY INDICATES OTHERWISE:

"AGENCY." AN AGENCY, BOARD OR COMMISSION UNDER THE
GOVERNOR'S JURISDICTION.

"BOARD." THE PERFORMANCE-BASED BUDGET BOARD ESTABLISHED
UNDER THIS ACT.

"IFO." THE INDEPENDENT FISCAL OFFICE ESTABLISHED UNDER
ARTICLE VI-B OF THE ACT OF APRIL 9, 1929 (P.L.177, NO.175),
KNOWN AS THE ADMINISTRATIVE CODE OF 1929.

"SECRETARY." THE SECRETARY OF THE BUDGET OF THE
COMMONWEALTH.

SECTION 4. PERFORMANCE-BASED BUDGETS.
(A) INITIATION OF PROGRAM.--NOTWITHSTANDING THE PROVISIONS

OF SECTIONS 610 AND 611 OF THE ACT OF APRIL 9, 1929 (P.L.177,

20170SB0181PN1086 - 12 -
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NO.175), KNOWN AS THE ADMINISTRATIVE CODE OF 1929, TO THE
CONTRARY, THE SECRETARY SHALL FOR FISCAL YEAR 2018-2019 INITIATE
A PROGRAM OF PERFORMANCE-BASED BUDGET REVIEWS AS PART OF THE
ANNUAL BUDGET PREPARATION AND PROGRAM EVALUATION PROCESSES.

(B) SCHEDULE.--THE SECRETARY, IN CONJUNCTION WITH THE
DIRECTOR OF THE IFO, SHALL, WITHIN 30 DAYS OF THE EFFECTIVE DATE
OF THIS ACT, ESTABLISH A SCHEDULE OF PERFORMANCE-BASED BUDGET
REVIEWS FOR ALL AGENCIES. THE SCHEDULE SHALL ENSURE THAT THE
AGENCIES ARE SUBJECT TO A PERFORMANCE-BASED BUDGET REVIEW AT
LEAST ONCE EVERY FIVE YEARS. THE SCHEDULE FOR AN AGENCY MAY NOT
BE ALTERED UNTIL THE FIVE-YEAR SCHEDULE REVIEW TIME PERIOD HAS
EXPIRED FOR THE AGENCY.

(C) NOTICE.--EACH TIME AN AGENCY IS SUBJECT TO A
PERFORMANCE-BASED BUDGET REVIEW, THE SECRETARY SHALL NOTIFY THE
AGENCY AND REQUIRE THE AGENCY TO PREPARE AND SUBMIT SUCH
INFORMATION TO THE IFO AS MAY BE REQUIRED FOR THE PREPARATION OF
A PERFORMANCE-BASED BUDGET PLAN. THE INFORMATION SHALL INCLUDE,
BUT NOT BE LIMITED TO:

(1) DETAILED DESCRIPTIONS OF ALL AGENCY LINE ITEM
APPROPRIATIONS AND PROGRAMS, INCLUDING INFORMATION ON
POPULATIONS SERVED, GRANTS AWARDED AND SUBSIDIES PROVIDED FOR
GRANT AND SUBSIDY APPROPRIATIONS.

(2) DESCRIPTIVE INFORMATION AND DATA RELATED TO EXISTING
PERFORMANCE MEASURES FOR AGENCY APPROPRIATIONS AND PROGRAMS.

(3) AN AGENCY MISSION STATEMENT AND AGENCY GOALS AND
OBJECTIVES FOR THE BUDGET YEAR AND SUCCESSIVE PLANNING YEARS,
INCLUDING SPECIFIC GOALS AND OBJECTIVES, WHERE THEY EXIST,
FOR AGENCY PROGRAMS.

(4) ANY OTHER INFORMATION AS THE IFO MAY REQUIRE.

(D) SUBMISSION OF INFORMATION.--AGENCIES SHALL SUBMIT, IN A
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TIMELY MANNER AS DETERMINED BY THE IFO TO BE APPROPRIATE TO
COMPLETE THE ANALYSIS, PERFORMANCE-BASED BUDGET INFORMATION
CONTEMPORANEOUSLY TO THE SECRETARY, THE IFO, THE CHAIRPERSON AND
MINORITY CHAIRPERSON OF THE APPROPRIATIONS COMMITTEE OF THE
SENATE AND THE CHAIRPERSON AND MINORITY CHATIRPERSON OF THE
APPROPRIATIONS COMMITTEE OF THE HOUSE OF REPRESENTATIVES.

(E) CONCURRENT RESOLUTIONS.--THE GENERAL ASSEMBLY MAY DIRECT
A PERFORMANCE-BASED BUDGET REVIEW FOR AN AGENCY BY ADOPTION OF A
CONCURRENT RESOLUTION. UPON ADOPTION OF A CONCURRENT RESOLUTION
UNDER THIS SUBSECTION, THE SECRETARY SHALL MAKE NOTIFICATION TO
THE AGENCY UNDER SUBSECTION (C).

SECTION 5. TAX CREDIT REVIEW.

(A) SCHEDULE.--THE SECRETARY, IN CONJUNCTION WITH THE
DIRECTOR OF THE IFO, SHALL, WITHIN 30 DAYS OF THE EFFECTIVE DATE
OF THIS SUBSECTION, ESTABLISH A SCHEDULE FOR REVIEW FOR ALL TAX
CREDITS. THE SCHEDULE SHALL ENSURE THAT TAX CREDITS ARE SUBJECT
TO A REVIEW BY THE IFO AT LEAST ONCE EVERY FIVE YEARS. THE
SCHEDULE FOR REVIEW OF A TAX CREDIT MAY NOT BE ALTERED UNTIL THE
FIVE-YEAR SCHEDULE FOR REVIEW TIME PERIOD HAS EXPIRED FOR THE
TAX CREDIT.

(B) FUTURE TAX CREDITS.--A TAX CREDIT ENACTED ON OR AFTER
THE EFFECTIVE DATE OF THIS SUBSECTION SHALL BE REVIEWED BY THE
IFO NO LATER THAN JANUARY 1 OF THE FIFTH YEAR AFTER THE TAX
CREDIT IS ENACTED.

(C) EXPIRATION.--IF A TAX CREDIT HAS AN EXPIRATION DATE AS
PROVIDED UNDER THE LAWS OF THIS COMMONWEALTH, THE TAX CREDIT
SHALL BE REVIEWED NO LATER THAN JANUARY 1 OF THE YEAR PRECEDING
THE YEAR OF THE TERMINATION DATE.

(D) IFO DUTIES.--THE IFO SHALL SUBMIT A REPORT OF A REVIEW

MADE UNDER THIS SECTION TO THE BOARD, THE CHAIRPERSON AND

20170SB0181PN1086 - 14 -
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MINORITY CHAIRPERSON OF THE FINANCE COMMITTEE OF THE SENATE AND
THE CHAIRPERSON AND MINORITY CHAIRPERSON OF THE FINANCE
COMMITTEE OF THE HOUSE OF REPRESENTATIVES. THE IFO SHALL PUBLISH
A REPORT OF A REVIEW UNDER THIS SUBSECTION ON THE IFO'S PUBLICLY
ACCESSIBLE INTERNET WEBSITE.

(E) REPORT CONTENTS.--A REPORT OF A REVIEW UNDER SUBSECTION
(D) SHALL INCLUDE ALL OF THE FOLLOWING CONTENTS:

(1) THE PURPOSE FOR WHICH THE TAX CREDIT WAS
ESTABLISHED.

(2) WHETHER THE TAX CREDIT IS ACCOMPLISHING THE TAX
CREDIT'S LEGISLATIVE INTENT.

(3) WHETHER THE TAX CREDIT COULD BE MORE EFFICIENTLY
IMPLEMENTED THROUGH ALTERNATIVE METHODS.

(4) ANY ALTERNATIVE METHODS WHICH WILL MAKE THE TAX
CREDIT MORE EFFICIENT IF NECESSARY.

(5) THE COSTS OF PROVIDING THE TAX CREDIT, INCLUDING THE
ADMINISTRATIVE COSTS TO THE COMMONWEALTH AND THE LOST
REVENUES TO THE COMMONWEALTH AND LOCAL GOVERNMENT ENTITIES
WITHIN THIS COMMONWEALTH.

(F) CONCURRENT RESOLUTIONS.--THE GENERAL ASSEMBLY MAY DIRECT
THE IFO TO CONDUCT A TAX CREDIT REVIEW UNDER THIS SECTION BY
ADOPTION OF A CONCURRENT RESOLUTION.

SECTION 6. INDEPENDENT FISCAL OFFICE.

(A) DEVELOPMENT OF AGENCY PERFORMANCE-BASED BUDGET PLAN.--

(1) THE IFO, PURSUANT TO ITS MANDATE UNDER SECTION 604-
B(A) (3) OF THE ACT OF APRIL 9, 1929 (P.L.177, NO.175), KNOWN
AS THE ADMINISTRATIVE CODE OF 1929, AND THIS ACT, SHALL
REVIEW AGENCY PERFORMANCE-BASED BUDGET INFORMATION AND
DEVELOP AN AGENCY PERFORMANCE-BASED BUDGET PLAN FOR AGENCIES

SUBJECT TO A PERFORMANCE-BASED BUDGET REVIEW UNDER SECTION 4.
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(2) IN DEVELOPING PERFORMANCE-BASED BUDGET PLANS THE IFO
SHALL EVALUATE EACH AGENCY PROGRAM OR LINE-ITEM APPROPRIATION
AND DEVELOP PERFORMANCE MEASURES FOR EACH AGENCY PROGRAM OR
LINE-ITEM APPROPRIATION.

(3) AS DETERMINED BY THE IFO TO BE APPLICABLE,
PERFORMANCE MEASUREMENTS SHALL INCLUDE OUTCOME-BASED
MEASURES, INCLUDING EFFICIENCY MEASURES, ACTIVITY COST
ANALYSIS, RATIO MEASURES, MEASURES OF STATUS IMPROVEMENT OF
RECIPIENT POPULATIONS, ECONOMIC OUTCOMES OR PERFORMANCE
BENCHMARKS AGAINST SIMILAR STATE PROGRAMS OR SIMILAR PROGRAMS
OF OTHER STATES OR JURISDICTIONS.

(B) TAX CREDIT PLAN.--

(1) THE IFO, PURSUANT TO ITS MANDATE UNDER SECTION 604-
B(A) (3) OF THE ADMINISTRATIVE CODE OF 1929, AND THIS ACT
SHALL REVIEW TAX CREDITS AND DEVELOP A TAX CREDIT PLAN FOR
TAX CREDITS SUBJECT TO A REVIEW UNDER SECTION 5.

(2) IN DEVELOPING TAX CREDIT PLANS THE IFO SHALL
EVALUATE EACH TAX CREDIT AND DEVELOP PERFORMANCE MEASURES FOR
EACH TAX CREDIT.

(3) AS DETERMINED BY THE IFO TO BE APPLICABLE,
PERFORMANCE MEASUREMENTS SHALL INCLUDE OUTCOME-BASED
MEASURES, INCLUDING EFFICIENCY MEASURES, MEASURES OF STATUS
IMPROVEMENTS OF RECIPIENT POPULATIONS, ECONOMIC OUTCOMES OR
PERFORMANCE BENCHMARKS AGAINST SIMILAR STATE PROGRAMS OR
SIMILAR PROGRAMS OF OTHER STATES OR JURISDICTIONS.

(C) COMPLETION AND SUBMISSION OF EVALUATIONS.--THE

EVALUATIONS UNDER SUBSECTIONS (A) AND (B) SHALL BE COMPLETED IN
A TIMELY MANNER AND SUBMITTED BY THE IFO TO THE BOARD FOR

REVIEW.

(D) INTERAGENCY COOPERATION.--THE SECRETARY AND THE HEADS OF
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AGENCIES SHALL COOPERATE WITH THE IFO AND PROVIDE ANY
INFORMATION OR DATA THAT THE IFO MAY REQUIRE TO CARRY OUT ITS
DUTIES UNDER THIS ACT.

SECTION 7. PERFORMANCE-BASED BUDGET BOARD.

(A) ESTABLISHMENT.--THE PERFORMANCE-BASED BUDGET BOARD IS
ESTABLISHED AS AN INDEPENDENT BOARD TO REVIEW THE PERFORMANCE-
BASED BUDGET PLANS DEVELOPED BY THE IFO FOR AGENCIES AND TO MAKE
RECOMMENDATIONS ON HOW EACH AGENCY'S OPERATIONS AND PROGRAMS MAY
BE MADE MORE TRANSPARENT, EFFECTIVE AND EFFICIENT.

(B) MEMBERS.--THE BOARD SHALL CONSIST OF THE FOLLOWING
MEMBERS :

(1) THE SECRETARY.

(2) THE CHAIRPERSON OF THE APPROPRIATIONS COMMITTEE OF
THE SENATE.

(3) THE MINORITY CHAIRPERSON OF THE APPROPRIATIONS
COMMITTEE OF THE SENATE.

(4) THE CHAIRPERSON OF THE APPROPRIATIONS COMMITTEE OF
THE HOUSE OF REPRESENTATIVES.

(5) THE MINORITY CHAIRPERSON OF THE APPROPRIATIONS
COMMITTEE OF THE HOUSE OF REPRESENTATIVES.

(C) REVIEW AND APPROVAL.--

(1) THE BOARD SHALL REVIEW EACH PERFORMANCE-BASED BUDGET
PLAN SUBMITTED BY THE IFO IN A TIMELY MANNER.

(2) PLANS SHALL BE REVIEWED BY THE BOARD AT A PUBLIC
MEETING.

(3) MEETINGS OF THE BOARD SHALL BE SUBJECT TO THE ACT OF
FEBRUARY 14, 2008 (P.L.6, NO.3), KNOWN AS THE RIGHT-TO-KNOW
LAW, AND 65 PA.C.S. CH. 7 (RELATING TO OPEN MEETINGS) .

(4) PLANS NOT APPROVED OR DISAPPROVED BY THE BOARD

WITHIN 45 DAYS OF SUBMISSION BY THE IFO SHALL BE DEEMED
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APPROVED. IF THE BOARD DISAPPROVES A PLAN, IT SHALL BE
RETURNED TO THE IFO WITH RECOMMENDATIONS FOR REVISION AND
RESUBMISSION TO THE BOARD.

(D) PUBLICATION.--REVIEWED PERFORMANCE-BASED BUDGET PLANS
SHALL BE PUBLISHED ON THE IFO'S PUBLICLY ACCESSIBLE INTERNET
WEBSITE.

(E) AGENCY REPRESENTATION DURING BOARD REVIEW.--THE HEAD OF
THE AGENCY, OR A DEPUTY SECRETARY-LEVEL POSITION, SHALL:

(1) ATTEND THE PERFORMANCE-BASED BUDGET BOARD MEETING

WHEN THE IFO PRESENTS THE AGENCY'S PERFORMANCE-BASED BUDGET

PLAN.

(2) BE AVAILABLE TO OFFER ADDITIONAL EXPLANATION FOR

INFORMATION CONTAINED IN THE PLAN.

(F) SCHEDULE RECOMMENDATION.--ONE YEAR BEFORE THE EXPIRATION
OF THE FIRST SCHEDULE FOR REVIEW UNDER SECTIONS 4 AND 5, THE
BOARD SHALL, IN CONJUNCTION WITH THE DIRECTOR OF THE IFO,
PROVIDE A LONG-TERM SCHEDULE RECOMMENDATION TO THE GENERAL
ASSEMBLY.

SECTION 8. GOVERNOR.

THE GOVERNOR SHALL CONSIDER REVIEWED AGENCY PERFORMANCE-BASED
BUDGETING PLANS AND PERFORMANCE MEASUREMENTS RELATED THERETO IN
THE ANNUAL BUDGET DEVELOPMENT AND IMPLEMENTATION PROCESSES.
SECTION 9. GENERAL ASSEMBLY.

THE GENERAL ASSEMBLY SHALL CONSIDER REVIEWED AGENCY
PERFORMANCE-BASED BUDGETING PLANS, PERFORMANCE MEASUREMENTS
RELATED THERETO AND WHETHER OR NOT A TAX CREDIT IS EFFICIENT IN
THE ANNUAL BUDGET DEVELOPMENT AND IMPLEMENTATION PROCESSES.
SECTION 10. EFFECTIVE DATE.

THIS ACT SHALL TAKE EFFECT IN 60 DAYS.
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